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FOREWORD 


The collection of mterial and statistics for this study 
was begun in October 1931. Since that time an extensive body of 
documentary and published material has been collected. Corres- 
pondence has been carried on during these several months with 
the Department of Labor of the United States at Washington, D. Ce, 
The Industrial Relations Department at Princeton, New Jersey, 
and also with the remaining labor banks in the United States. 

Most valuable, however, has been the informtion and advice 
obtained through interviews with benlcing men and other persons 
in touch with the banking movement generally. 

The writer wishes to express his appreciation to Miss Barry 
of the statistical department of the Boston Public Library, Miss 
Laura Ae Thompson, Librarian, Department of Labor, Washington, D. Ce, 
Je Dougles Brown, Industrial Relations Section, Princeton University, 
Princeton, New Jersey, and Miss Christina Howes of the National 
Shawmmt Bank, Boston, Massachusetts, along with Mr. Gauch, Deputy 
Comptroller, of the Treasury Department, Washington, D. C., for 
their assistance in the preparation of this thesis. 


iil 


ont J $file 


PREFACE 

The first labor bank opened for business in May, 1920, Six 
years later, thirty-six institutions with totel resources of more 
than $125,000,000 were in operation. In December, 1931, howevor, 
but seven remain as labor institutions with resources amounting 
to but $30,000,000. 

The exaggerated enthusiasm of the early years has disappeared, 
The lessons of experience are still fresh, By an intensive analy- 
sis of past banks and present, the results of this economic experi- 
ment can be measured and evaluated, 

The term labor bani has often been loosely used. In the follow 
ing study only those institutions in which a majority of stock is | 
owned by trade unions and their members are considered labor banks. 
This report includes many borderline institutions, as well as the 
various other financial enterorises of national, federated, and 
local trade union organizations. To secure greater clarity in exe 
position and criticism, however, this study is confined almost en- 
tirely to labor banks and to securities or holding commenies affili- 
ated with them. Credit wnions, building and loan associations, or 
securities companies not related to labor banks in origin or operns= 
tions have been omitted oven though controlled by labor organizations. 

As a part of the movement toward "labor capitalism," the 
development of labor banks is a counterpart of that of employee 
stock ownership, 


iv 


CHAPTER ONZ 
THE BACKGROUNDS OF THY MOVEMIT 
A. Tae Absence of Zuropean Precedent 

Unlike most developments in American trade unionism, the 
labor banking movement in this country owes very little to Duro- 
pean precedent. A late development, it took place when American 
labor hed reached « situction vory different from that of the 
orgenized workers of Buropean countries. The fundamental causes 
of this diversence lie far back in the early years of the American 
trade union moveriont. With the acewmlation of unlike influences 
in recent years, a situation existed at the close of the War shich 
created and encouraged an indisenous movement offering far more 
points of contrast than of similarity with Buropean institutions 
in the same field of enterprise. 

Two types of cooperative financial institutions have existed 
abroad for many years. On the Continent, and especially in Germ 
many, people's banks have existed since the middle of the last 
sited In England, the Banking Department of the Cooperative 
Wholesale Society has done an extensive business since it was 
created in we, To neither of these types of popwlar and coop= 
erative institutions can the evolution of American labor bariks 
be traced. Although frequently cited as precedents for labor 
banking by the early leaders of the American movement, there was 
little if any justification for such references to Buropean ox- 


1. Fay, Ce ReComoperation at Home and Abroad, Chap. 11, 
2. Webb, Sidney and Beatrice, ‘The Consumers Co-operative love- 
ment, pp. 98103, 
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perience and success, Brief comparisons of the Buropean types 
with labor banking will suffice to show the entire disimilarity 
of the American model, 

Two forms of people's banks developed in Germany during the 
last half of the nineteenth century, the Schulze-Delitzsch banks 
and the Raiffeisen banks, The former ere located in cities and 
towns and serve independent farmers, small tradesmen, and crafts 
men as a source of cooperative credit, The latter exists largely 
in agricultural villaces serving peasant landowners in the same 
general way, The credit standing of these institutions is based 
upon the joint responsibility of many individuals of relatively 
small incomes, supplemented by reserves built up from earnings or 
paidein capital. They are truly cooperative since income over 
cost of services is returned to borrowers in the long run either 
by léwer rates of interest, or as dividends in the Schulze 
Delitzsch banks, In the Raiffeisen model, however, the price of 
shares is almost nominal and no dividends are paid on them, The 
membermborrowers of these institutions are mostly individual 
smell enterprises, Trade union organizations are not sponsors or 
shareholders in them, Conmereial lending to nonmembers or small 
loans to casual, nonmember applicants play no part in these insti- 
tutions, Their American counterparts are the building end loan 
association and, even more directly, the credit union. The latter, 


1 
not the labor bank, is their true descendant in America, 


1, Bergengren, Roy IF. Cooperative Banking. Chap. 11, pp. 26228171. 
; also see Wolff, Henry W. Co-operative Banking and Peoples 
Banks, Part 1, pe 273-281. 
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The labor bank, compared to these German institutions, is 
almost entirely capitalistic. Even where trade union members 
rather than organizations have financed labor banks, investment 
in stock has been primarily for dividend returns and not for 
eligibility for borrowing privileges at unmsuelly low retes. The 
labor banks seed the tusiness of all comers and charges competi- 
tive rates. Only in the proposal that workers should become inter 
ested in banks serving workers can any heritase from the German 
models be traced, unless the incidental plan of cooperation for 
dividends to depositors is considered a connecting nestle 

The Banking Department of the English Cooperative Whole 
gale Society is by no means a trade union nor = federation of 
unions and gannot be considered as comparable to either of the 
above banks. It serves organized and unorgsnized workers as individ- 
ual consumers through effiliated retail ERS, 

Before the War, the attifudes of American labor leaders 
proved a bulwark against consumers cooperation as well as against 
financial cooperative enterprises, Only after large treasuries 
had accumlated and the source of further funds had become large 
did the financial power of trade unions divert attention from 
collective bargaining as a means of advancing the interests of 
the movement. Probably no one cause was more instrumental in 
creating the labor banking movement than the accwmlation of large 
funds by strong national me, 

While a few labor banks might have been founded solely in the 
interest of class cooperation, and several more because of the 


1. Bergenren, Roy I. Cooperative Banicing, Chap. 11 pp. 61+82. 
2. Sidney and Beatrice Webb, The Consumers’ Cosoperstive Movement, pp.103=107. 
3, Hillman, Sidney. ‘the Labor Banicing Movement in the United States ,np.463~472 


(in the Academy of Political Science April, 1925, v.1l,) 
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ambitions of national officers. It was the open shop campaign of the 

post-War days which served to arouse the rank and file of labor 

to an interest in the possibilities of banicine. Suspicion of the 
) tactics of bankers favoring the open shop was widespread and proved 
a powerful factor in securing support for labor banks. Yor better 
or for worse, the entrance of American labor into the field of 
banking has not followed any Buropean precedent in more than oe most 
superficial way. 

B. The Evolution of the Idea: Within The 

Amorican Yederation of Labor 

Sporadic proposals for labor banicing very early were rejected 
by conservative leaders, as early as 1904 as a resolution toward the 
establishment of cities in which banks should be located was re- 
jected without debate on recommendation of the committees on 
rs, 

No other resolution proposing financial enterprises is re- 
corded until 1913, when a proposal to investigate the advisability 
of an insurance department in the Federation was adopted without 
sateannnest A year later there was discussion on the subject, and 
labor banking received some attention when it was proposed that 
the Executive Council prepare some plan of cooperation for the 
establishment of a bank "for handling of all moneys of the various 
national and international unions in the end that the workers 
money may be used for no other cause except the furthering of the 


1. American Federation of Labor, Report of Proceedings of the 
Thirty-second Ammial Convention, 1912, p. 197. 

2. American Federation of Labor, Report of Proceedings of the 
Thirty-third Anal Convention, 1913, pp. 25182, 269. 
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conditions of the workers." Yor the first time before a Pedera- 
tion convention, a definite purpose for starting a labor bank 
was thus stated. The proposal was rejected by a vote of 75 to 31. 

Tour years later during the War, another delegate suggested | 
labor banicing as a means of safoguarding the use of labor*s finds. 
Since Government bonds were used as a basis for the organization 
of national banks, it was proposed, the Federation should "urge 
every worlasan to buy Liberty Bonds, establish national banks 
under the present law and endeavor to secure the amendment of the 
present statute so as to make a nationsl bank « more democratic 
institution. " Urging the purchnse of Liberty Bonds was the only 
part of this resolution to eeaitiied: 

It was not until after the first labor bank had come into 
existence that the subject was again considered by the Federation 
in sisted, Interest had been shown in a Federetion insurance 
department, but this was. by no means as novel an enterprise as 
the initiation of a benk, No forum for the discussion of its merits 
was provided by the conservative leaders, who realized the dancers 
of diverting the funds and energies of the movement into untried 
fields, It was outside the counsels of the Tederation, therefore, 
that one mst look for the most significant consideration of this 
new form of trade union enterprise. 


1, American Federation of Labor, Report of Proceedings of the 
Thirty-fourth Convention, 1914, po. 290, 46263. 

2, American Federation of Labor, Report of Proceedings of the 
Thirty-seventh Awmal Convention, 1917, pre 200, 399. | 

S. Green, William, "What Lebor Thinks of Its Banks," American 
Bankers’ Association Journal, April, 1927, pp. 732, 753. 
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C. Within The Brotherhood Of Locomotive Engineers 

The Brotherhood of Locomotive Engineers wes the pioneer 
as well as the active leader in promoting the labor banking 
movement. The wealth of the Brotherhood, cownled with the am 
bitions and independence of both its officers and its rani and 
file, encouraged it to proceed vigorously in a field left unm 
touched by the more cautious leaders of the Mederation, The War 
delayed the launching of their system, but the idea had been 
growing in the minds of the Brotherhood officers and members 
since 1912, Pleas were made at the conventions for such, but they 
were vabeanets 


During the next three years there was mach interest shown 


‘especially by Stone and the srand chief of the Brotherhood, Due 


to his interest and the fact that the Brotherhood had a building 
for headquarters in Cleveland gave rise to a resolution to or 
genize a bank. At the 1915 convention this resolution was referred 
to a committee which. euthorized the organization of a bank when 
conditions warranted. During the next four years, there was conside 
erable done towards drawing wo plans ete for a bank, but condie 
tions were too unsettled during the War period and not until 1919 
were Stone's interests were again directed toward the enterprise. 
The high cost of living had stimlateg his interest in cooperative 
activities. Plans for an impressive headquarters bani became asso= 
ciated in his mind with those for advancing the cooperative 


2 
movement, 
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1. Locomotive Engineers Journal, Ancust, 1925, pp. 577. 
2. Ibid, 
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D. Within The Amalgamated Clothing Workers 

In 1920 Sidney Hill, President of the Amaleometed Clothing 
Workers, became interested in the movement. The report of the 
General. Executive Board to the Amalgamted convention of May 1920, 
included a revort of the union's delegates to the recent All- 
American FarmereLabor Cooperative WER, It was announced, algo, 
that a movement was on foot in New York to organize a cooper. 
ative bank and that, along with Hillman, members of the organiza- 
tion had taken the initiative in this project. A credit union had 


' been organized by the Clothing Cutters’ Union in New York. As a 


further means of arousing interest in cooperative credit, Dr. We 
F. MeCaleb, who assisted in the formation of the New York credit 
union, addressed the convention and enthusiastically prophesied 
the crowth of cooperative coumercial Sali 

After some debate and a stirring speech by Hillman the 
imalgemated this entered the labor baniing movement, It was in 
Chicago that the actual plans for a bank first sot under way, 
bat in both New York and Chicago the unsettled conditions in 
the clothing industry following 1920 delayed the opening of 
banks for more than two wae, 

BZ. Within The Cooperative Movement 
The idea of labor banking took but little root within the Ameri« 
can cooperative movement in the years following the War, It was the 
atmosphere of limited and cautious interest in labor banicing which 
two vigorous leaders Stone and Hillman, sought to change into one 
of approval and support. In 1920 at the convention Stone and 
Hillman presented their proposals for labor banks. The idea 


1. Co-operation, Jamary, 1920, pe. 14; Amalgamited Clothing Workers of 
America, Report of the General Executive Board, 1920, p. 210, 
2. Amalgamated Clothing Workers of America, Convention Proceedings 1920 ,ppe272-5. 


3. Thid, pp. 31% 
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made « mariced impression and a committee on banking was appointed, 
consisting of Hillman, Stone and Dr, I. C,. Howe, who had carefully 
prepared a plan for a labor bank for presentation to the conven- 
tion, It was the purpose of the conmmittes to cather information 
on banicing and aid in disseminating advice for those forming such 
institutions. It established its headquarters in Washington, with 
Howe actively in tiie” With this backeround of influence, pre- 
liminary steps, snd persomne], the labor banicing got under way in 
1920. Although the Engincers and the Clothing Workers were the 
unions most active in promoting the movement, the Machinists in 
Washington became the first to open a bank, Local circumstances 
were largely responsible for tho Machinists! priority, and it was 
not until the Cleveland bank was opened in the fall of 1920 that 
the movement began to gain momentum, 

Three names outside the labor movement appear frequently in 
the early history of the labor barking movement. Dr, Fe W. MeCaleb 
ond Dr. T,. C. Howe, Both became interested in labor banking through 
their entimsiasm for cooperative credit. ‘The former was an exper~ 
jenced banking men and especially interested in peoples? eredit . 
ingtitutions. Me becamo the first manager of the Cleveland hank. 
Dre Howe had long years of study behind him in social movements 
when he beceme interested in labor banicing, He was a great propa= 
gendist for the need of the use of labor's funds in its own 
ET Dre 8 De Scudder, another proponent of labor banicing 
had many years experience in baricing. He came into contact with 


1. Tho Farmemiabor Co-operative Concress, Co-operation, March 1920, ppe 4465. 


Yor Dr. Howe's plan ses Coeoperation, : July 1D 20, pp. 2045. 
2. Howe, P. & The Confessien of a Reformer, py. 333-3, 
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oy when for a few months he succeeded MeCcleb as executive officer. 
On account of o Atsacrooment with Stons, Soudder diseontimed 

es? _ his connection with the Engineers, after serving threes yeors as 

| ‘5 executive officer of the Engineers’ bank. It was in his partici- 
pation in the promtion of the Patterson and Mewaxk lsbor banks 
that Scudder's contribution to the movement was mst significant, 
although he was interested in banking onterprises in several other > 
cities, 
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CHAPTER TWO 
THE GROWTH OF THE BANKS 
A. The First Labor Banks 

On May 15, 1920, the Mount Vernon Sevines Bank with capital 
of $160,000 and surplus of $40,000 opened in the Machinists Build 
ing in Washington, Although this was the first labor bank opened 
in this country, the circumstances of its establishment did uot 
lend themselves to the public notice received by the Uugineers® 
Cleveland bank which opened several months Br 

The fact that the Mount Vernon Savings Bank was sponsored by 
national officers of the International Association of Machinists 
rather than by the organization itself also lessened the sttention 
it received as a labor bank. Along with Johnston, president of 
the Commercial National Bank, ani other friendly bankers and 
business men in Washington broucht the bank into Ny 
The rank and file of the union outside of fiashington were n@ither 
active ner concerned in the new enterprise, ‘The bank was a local 
affair, It was not until 1923 after the publication of Boeckel's 
book on Labor's Monay that the Mount Vernon Bank established ite 
self in the public mind as the first Labor baste 

The inauguration of the Brotherhood of Locomotive Ingineers 
Comoperative National Bank in, Cleveland gave the first real impetus 
to the labor banking movement. The baric was entirely a labor insti- 
tution, in tae midswaser of 1920, a circular amouncing the prospec- 


1, locomotive Engineers Journal, Aucust, 1920, pp. 707=9, 
2. Lecomotive Engineers Journal, August, 1925, pp. S77=s, 
3. locomtive Engineers Journal, August, 1925, pp. 577=8, 


tive opening of the bank was sent to all members of forty nine per 
cent of the capital stock offerred to themselves was oversubscribed 
by more than $300,000. ‘The loyal and prosperous members<-or at 
least some two thousand of themehad quickly grasped the oppor 
tunity to support the promising me Within three months 
the bani was ready for opening. On October twenty fifth the rules 
of the bank were adopted. On llovember first the bank was formally 
opened, Capital of $651,000 had been paid in and the remainder 
was soon nit Naar 

The deposits received during the first day reached the modest 
sum of $50,917, but two months later $1,000,000 had been reached, 
A spectacular growth soon set in which can be best shown by the 
total deposits listed in the following » Kader ing 


December 29, 1920 $1,009 ,880 
June 30, 1921 4,754,604 
December 31, 1921 7,883 ,504 
June 30, 1922 11 ,633 ,267 
December 29, 1922 15 ,480 ,657 
June 30, 1923 19,587,898 
December 31, 1923 21,453,324 
June 30, 1924 26 ,016 ,688 


The sources of these large deposits were but in small part 
the members of the Brotherhood, People of all classes, but mre 
especially the smllesalaried class in Cleveland, were interested 
in the new bank and supported it with their deposits. Mail depos= 


1. Labor Banking Movement in the United States, Labor Review, 
Dec. 1922, pp. 118123, ; : 

2. Ibid 

3. locomotive Journsl, April, 1921, pp. 107111. 


its, also, poured in from railroad men throughout the country. The 
unique features of the bank set it apart from the run of old=linoe 
inialeiidiiees 

, The name of the bank, Brotherhood of Locomotive Engineors 
Co-operative National Bank, crystallized in the public mind the 
two features of the bank which attracted the most attention. The 
Brotherhood was thus forcefully identified with its offspring. 
In addition Coeoperative struck a pleasing cord. The repeated 
announcement that this meant limitation of stockholders! divi-~ 
dends to ten per cent on capital stock, and profit sharing with 
savings depositors, proved to be one of the most effective advem 
tising features discovered in recent years of banking. The pay 

, ment of a profit sharing dividend in 1921 and thereafter through 
the first half of 1925 made geod the promise and vrovided = roe 
peated stinulus to new eetenaes. 

The spectacular crowth of the Engineers’? bank was due in 
part to two dynamic but conflicting personalities. With Stone as 
president of the bank and Grand Chief of the Brotherhood, the 
respects recorded the successful leader brought support from the 
railroad labor group. Stono was a man of domineering temperament 
who demanded the unflinching support of his constituents, His 
success in trade union activities during the War created an atmos=- 
phere of optimism about the new financial venture to which he tum 

2 ned his energies. His lack of Imowledge of banking was covered up in 
the onrush of new business. 


1. Brown. J. D. Seven Years of Labor Banlcing, American Federationist, 
October, 1927, pp. 117S—S1. 

2. Dreh, Paul, Labor Banks in America, Scluwller's Jahrbuch, 
August, 1927, ve 51, pre 67-90... 
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In contrast to Stone was McCaleb, the vico-president and ex- 
ecutive officer of the bank. Ic Caleb was essentially a banicing 
theorist and was partially responsible for the introduction of 

] cooperative features in the bani: policies, Wis banlcing experience 
had included activity in commercial banicing in Texas and service 
as Assistant Federal Reserve Agent in the Dallas Vederal Reserve 
Bank. More recently his theoretical and altruistic bends had 
caused him to enter upon a campaign for the extension of credit 
unions as a protection to working em, ) 

MeCaleb's interest in the Cleveland bank was that of an 
inventor demonstrating 2 new mechine. His entimsiasm, energy, and 
singleness of purpose towards the gosl of revolutionizing banicing 

) for the benefit of the working class suggested that emphasis of 
the end over against the means which marks the reformer. In the 
urge towards new banking, caution became secondary ond the energy 
which otherwise might have been used in warding off difficulties 
was spent in sweeping over met, 

As long as two such personalities were at one in advancing the cause of 
the new day in banking, the movement was bound to attract attention. 
Stone lent the prestige and support of a large, prosperour, and well 
disciplined organization, while McCaleb made this prestige end support 
effective in a new financial mechanism which attracted deposits at the 
rate of a million a month and turned out apparent profits almost imme- 


3 
9 diately at a correspond-rate. 


1, Wolman, Leo. American Labor Banking, Mew Republic, December 1929, 
59, DDe 1022. 
2e Tbhid, 
3e Bankers’ Magazine, May, 1921, pp. 716-18; Colorado State Federa- 
tion of Labor, Convention Proceedings, June 1923, pre 34-5, 
Locomotive Engineers Journal, Aucust, 1925, pe 587. 
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B. The Spread Of The Movement 

The reaction on their part was that labor mst remove its 
funds from open shop banks. The motives underlying the organiza- 
tion of the next labor bank was primarily those brought into play 
by the open shop movement. In Tucson, Arizona, the local banks 
supported the local chamber of commerce in tho movement and, accorde 
ing to reports, vefused to finance contractors using trade union 
labor. As a defense measure, the central labor organization of 
city along with local officers and menbers sponsored a labor barik, 
The next oddition to the Engineers? croup of banks came in April, 
1922, when on MeCaleb's advige the newly formed Brotherhood Hold» 
ing Company purchased a seventy per cent interest in the stock of 
a@ bank in the MNuttinghem district of Cleveland. Meanwhile in Phil-e 
adelphia a most spectaculer enterprise had been organised by the 
Central Labor Unions of that city in alliance with the financier 
Wharton Borker, It was the idea of the latter that « labor bank 
be established under a trust agreement rather than the usual 
state charter, with the advantage that such a barix could have ale 
most unlimited powers and be exempt from state bank examination. 
It was reported while the new bank would be located in Philadele 
phic, branches would be established in many other cities. 

In 1922 the influence of the success of the Engineers!’ 
Cleveland bank was making itself felt in many parts of the country. 
In Sen Bernardino, California, 2 croup of railroad men under the 


leadership of a tower man, © local business man and e general 


1. "Three Years of Labor Banlcing,” ‘The Advance, April, 13, 1925, p. 9. 
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chairman of the Brotherhood of Iecomotive Engineers on a raile 

road in the region set about to establish a new bank. Iecal op- 

position caused 4 Imrriod call to be sent to leCaleb for help. He 
2 made a hurried trip to California and soon formed the promotion 

of the bank, The stock was sold to local unionists and other 

local labor siiieiiaish 

C. The Amalgemated Banks 
It was not until 1922 that the plans for a bank were completed, 

A few wonths after the opening of the Chicago bank, the officers 

of the Amalgamated turned their attentions to plans of o bank in 

New Yoric. The Success of the Cleveland and Chicago banks was com 

sidered sufficient to indicate that Now York would be a promising 
> field. The dank was incorpomted in 1923. The same cooperative 

feature which appeared in the Chicago bank were introduced in 

New Yom ' 
: D. The Engineers! System lbpands 

In August, 1923, ths Srotherhood of Locomotive Engineers, 

largely through the Brotherhood Investment Company, a ton million 

dollar subsidiary corporation, became a heavy stockholder and 

sponsor of four newly formed banks, ‘The first of this chain was 

the Federal Bapl: and Trust Company in Diruinghom, which was ini~ 

tiated in 1922, ‘The circuustances of the next addition to the 

Engineers* chain was unusual. ‘The Engimers’ of Three Poxi:s, Mon- 
9 tana hed invested in the stock of a small bank in that place, 

A group of railroad men in the town, interested in the bank, re 


Le Brotherhood of Railway and Steamship Clerks, Convention 
. Proceedings, 1922, pp. 16-25, 
4 2. Amalgamated Clothing Workers, Documentary History, 1920=22 
os Pe 23869; The Advance, May 26, Dpe lige, and June Ze 1922, Pel. 
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organized it under the name of Labor National Bank of Montana in 
1923. Stock was sold throush personal canvass. Serious losses later 
required the Brotherhood to take control of the ses 

The Minneapolis and ‘hree Forks banks extended the chain 
far into the Northwest. Spokane wore the next to inaugurate. The 
movement was spontansous in emulation of the success in Cleve~ 
land. fAmplication for a charter was prepared early in 1923 and in 
the succeeding months subscriptions for the capital of $200,000 
were obtained through personal saiie 

R. The American Federation Of Labor Unions 

With rapid extension of the Engineers’ chain, and the estab- 
lishment of the Amalcemated banks, the movement had obtained too 
mich headway for the Amcricen Tederation of Labor to keep its con- 
stituent unions in the rule of critical observers. At the 1921 
New Yori: convention, two incidents took place which were of con 
sequence in the movement of a labor bank. McCaleb of the Cleveland 
bank gave the delegates an enthusiastic tallc on labor banics. 
The A. 7. of Te yout on record as favoring the socialization of 
credit. Poter J. Brady for the Now Yorks Printing Trades Council] 
called for an appointment of a comnittes to study labor banking. 
Not long after this resolution was passed, the first public step 
was taken towards the opening of a wastes 

In November, 1922, two hundred representatives of the Build- 


1. Locomotive Engineers Journal, August, 1926, pe 570. 

2. Ibid / 

3. New York State Vederation of Labor, Convention Proceedings, 
1923, PDe 2d-3S. 
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ing Tredes Council held a conference ani resolved to orernisze 
&@ labor bank. Brady led a conmittee and proceeded with the plans 
of orsanization, Largely through Brady's activity and wide ne- 
“] tivity in political circles and financial circles that the 
bank was opened May 19, 1923, under a state charter as the 
Yederation Bank of New York, with limited dividends and co- 
operative eR 
During 1923 and the first part of 1924, the labor banlting 
movement gained immetus rapidly. At the close of 1922 ten banks 
were in existence, In 1923 eight more wore added, and in 1924 
the total reached twenty-five, The ropid crowth of the Clevee . 
land bank was boing watched by wiionists throughout the country. 
» the ‘seeds of emilation which had deen sown ty Stone ant Msdaled 
in previous yenrs were slowly cermminatins into plans for banks 
in which the Engineers had. no Zinaneial interest, An illustra 
tion of the effectiveness of such emulation is the development 
of the Telegsraphers’ dank in 1923, in Cincinnati.2 
¥. Forther Additions In The Bast And The Tor Vest 
Several more banks came into existences during the winter of 
1924. In Now York the International Ladies (osment Workers open 
ed & banc on Jomary 5, 1924. At about this tine in Southorn 
California a saall group ef promoters took it upon themselves 
to satisfy the local crouns* demand for lsbor banks. The bank 


Q which had been opened in San Bernardino in May, 1922, was paye 
ing dividends before it had been opersting a year. Cash dividends 


1. Now Yor* State Federation of Labor, Convention Proceedings, . 
1921, ppe 13, 69. 
2. Order of Railroad Telecraphers, Convention Proceedings, 1921. 
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of fifteen and or-helf per cent and a stocl: dividend of fifteen 
per cent announced in 1923 were sufficient to stinmlate interest 
in labor bani: stocic in other cities of the ihaate 

Tes Angeles Peoples Nations] Rant, which opened two months 
later on April 16, 1924, followed e different method. Stoel was 
gold on hich pressure and commission basis. UcCaleb helped start 
this bars sand became ite: first presideut. Although two methods 
of inifiction--that by the officers of a national union and that 
hy sutside promoters--predominated Guring this period of the 
labor bank. movement, two oxceptions tool: place. In Jackson, Miche 
ican, a zroup of railroad workers met in a box car to lay plans 
for a labor daric. The lender of the croup, Robert J. Ramsey ; had 
read concernins the rapid development of labor banicing and foster 
ed the idea of a labor bank for Jackson, Sucport was obtained 
from certain farmers who looked upon the existing banics as monop- 
olistic. The title, Parsers and Vorkingmens Savings Bank was 
chosen to indicate and encourage this support. On April 10, 1924, 
sufficient funds had been obtained to hres» 

The other case of local spontaneous initiation st this time 
was that of the Labor National Bank of Great Talls, Montana. Rail- 
road men again were the leading spirits, although the Central 
Trades Council of the city activity supported the venture. 


1, Labor Banks and Labor Movement, American Labor Monthly, 
June, 1924, pp.40-43. 

2e Industrial Relations Department, Labor Banking, pp. 40=41.1929, 
It is reported that the Mngineers!' Cleveland bank aided this 
bank by the deposit of a considerable sum at the time of its 
initiation. 
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G. the Rngineers Contime Exmansion 

The first move in the expansion which became operative in 
1923 was the most spectacular and yet the most profitable ces 
ure evor made in the field of finance by a labor union, Barly 
in that year the MInginecers purchased a large block of stock in. 
the Emmire Trust Commany of New York, a large Wall Street Bank, 
The movo was hailed on all sides as heralding a new day in the 
labor movemont, Stone became a director in one of the outstanding 
financial institutions of the sanity. 

A third enterprise, the New York Emire Commany, was initi«~ 
ated the followin: year by the Brotherhood, This coman the 
Wall Street wholesales aceney for the securities bought for investment 
or resale by the Bnczineers banks throughout the ieee 

The next step was the ineucuration of rezional securities 
companies ss intermediste holding and investment companies between 
Brotherhood benics and the Brotherhood Investment Commeny in ~ 
Cleveland. Turing 1924 several companies were organized and among 
them were the New Enelend Brotherhood of Locomotive Engineers 
Securities Cormoration. The announced purpose was to fortify the 
loeal investine public more efficiently. It was the intention | 
of the Brotherhood officiels that each regional securities compe= 
any would take over from the Brotherhood Investment Conmany, the 
controlling stock of any banks in its torritory. This plan was 
cerriod ont in lerce measure in comection with the inauguration 
of now benks in several cities and in the case of the Boston 


1. locomotive Engineers Journal, February, 1923, ppe 89, 111; of. 
Bloomfield's Labor Dicest, August 1, 1925, pp 3151-3 

2. See Labor Banker, September 5, 1924; I. P. Stockbriace, "The 
New Capitelism, " Saturday Evening Post, November 6, 1926. 
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bank which opened May 24, 1924, 
On the Pacific Coast four now baris were opened. during 1925, 
end a fifth bank was opened in Sen Francisco in 1926, ‘These banks 
EY varied in capital from %25,000 to $50,000, The Seattle and the 
San Frensiece, although’ the largest, wore the slowsst cetting 
under way. The large mmber of banks and the relatively amelh 
mumber of railrosd men in these commmities retarded wsaiiilieg 
H. The Growth Of Locally Sponsored Banics 

A good exammle of the influence of ceographical proximity 
is the organization of banks in Patterson, Newark, and Jersey 
City in the period of 1924 to 1926. The existence of four banks in 
New York City, four miles away, was most certainly an important 
factor in the initiation of these banks, although’ the groups 

=) primarily concerned varied marxedly in character in the three 
diates, 

Three silk weavers were responsible for the Patterson bank, 
since it was their energy and perseverance that the apathy of 
most of the local trade unionists was overcome, For over a year 
previous to the opening in July, 1924, these three men spoke 
repeatedly before union members in an attempt to secure sufficient 
assurance of support before a bank was sciibeiaaa 

A Newark Labor Co-operative National Bank was sponsored by 
the officers of the New Jersey Federation of Labor, the county | 
central organization and local wnions. I% opened July 27, 1925. 


Le Tecomotive Encineers Journal, Noverber, 1924, De “913. 

2. locomotive Engineers Journal, June, 1925, p. 411. 

3. Brown, Douglas, Labor Banlcing Movement in Ue Sey 1929, pre 49. 
4, Ibid. 
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The Labor National Bank of Jersey City, was the last labor bank 
to be organized in the Hast. Ry 1926 labor finange companiss 
were in process of organisation in several cities. 

The sweep of the labor benicing movement in 1925 did not 
confine itself to those parts of the country where banks existed, 
but extended into new fields. In Kansas City and Houston, Texas, 
banks were opened in 1925. During the course of the movement a 
munber of unions were led to start banks, because of the sufficient 
funds available in their treasury for the purpose, To vary= 
ing degrees this factor had influenced the Machinists, the Enzie 
neers, Telegraphers and Garment Workers toward their coal. Near 
the close of the movement two more unions entered the business 
with full treasuries as almost the sole reason for the step. They 
were the Flint Glass Workers and the Pressmen. 

The Flint Glass Workers deliberated a long time before estab- 
lishing a bank. As early as 1922, a proposal was made for a bank, 
but not until 1925 did Shey actually open for business in Toledo, 
with a cavital of $250,000. 

The lest national trade union to invest in a bank was the 
International Printing Pressmen's and Assistants’ union. Under the 
leadership of Major George L. Berry, president of the Union, and 
stockholder in The Hawictins County Bank, Tennessee, the Union pur 
chased the control of The Hawkins County Bank and carried on 
without change of name in 1996, , 

Many more banks perhaps would have been organized if it had 


1. Neworic Labor Unions Launch Bank, The Amalgamated Journal 

, July, 6, 1925, Ve 26, Dette 

2. American Flint Glass Workers! Union, Convention Proceedings, 1922=27, passin. 
3. Printing Pressments and Assistents' Union, Internstional Proceedings, SOth. 


convention, 1926. p. 26 
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+ How Toe Sot Federation Of Labor, Proceedings, 1924, pp. 57, 59. 


7 wy 
he) 


The Purposes Of Organization 
Tho rank and file are likely to accept as motives in sw» 

porting the movement those emphasized by the officers of their union, 

The tiain motives or purposes for which labor banka were organized 

may de reduced without too much danzer of over~goneraliazetion, to 

five classes: business, protective, aecressive, coopermtive, and 

psychological. These types of purposes merged inte each other in the 

initinticn of slmost cvery labor bank. 

Ae The Purpose of Business Profits 
Two tyoes of business purposes are distinct in the initiation 

of labor banka, The profitable investment of trade union funds on 

oD) the one hand and the promoters’ profits on the other, although 
voth motives, were generelly not cooxistent. It was the prosperous 
condition of the union treasuries, coupled with the prosverity of capitalistic 
banks, that suggested investment in bank stocks to mamr trade union 
officers in the years following 1919, In addition to the prosperous 
dividends from labor banks, the need for investment advice influenced some — 
trade union officers in favoring labor banks. It was felt that a banker 
employed by the Union's own institution would be more interested in dis | 
covering profitable investment for union funds, The advantages of 
having a bank as a tenant in the headquarters building influenced several 
organizations in starting their owm organizations. ‘The bani and the 

| 9 building became the union's twin projects in the field of labor finance, 
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Bxamples of instances of bank promotions by trade unions 
whore business motives were important sre fairly maumerous. The 
Machinists were elreedy stockholders in the Commercial National 
Bank in Weshington when they decided to open a bank of their 
own as a further investment in banicins and as a tenant in their 
now building. The Engineers, also, were much influenced by pro- 
spective dividends and other investments in starting, Other ox- 
amples are those of the Cleriks', Telegraphers?, Flint Glass Worlk- 
ers’, Ladies? Garment Workers*, and Pressmen's banks. Profits 
and commissions on the sale of the stock of lsbor bank holding 
end securities companies brouzht sevoral banks into oxistence, 
either directly or indirectly. ‘The apparent success of the Ingi- 
neers! extensive scheme led to many imitations. In 1924 and 
thereafter the Engineers themselves had so many outsiders in 
their employ and so magy persona within the Brotherhood whose 
trade union interests had become overshadowed by financial inter 
ests thet one can woll say that salaries and commissions kept 
the system expanding more then did such motives as earnings for 
the Brotherhood or advancement of the lebor movement. ‘this is 
evident from the fact that the Atlantic Securities Company in 
Atlantic City, went into receivership in 1926. 

Be The Purpose Of Protecting The Labor Movement 

The cepression of 1921 put labor on the defensive through 
out practically all industries in the United States, The open 
shop drive swept the country. The symathies of the bankers 
were with the employers for many reasons. It was to omloyers 


that commercial banks looked for large deposits as well as for 
profitable extensions for credit. 4s © vosult of this attitude, 
complaints and accusations of the interference of banices in labor 
disputes began to be heard in many cities. In some eases, employ~ 
ers deoling with organized lebor found themselves under pressure 
from their banks to reduce wages below the union sesle. Althouch 
these incidents of accressive section ware more spectacular and 
received wide attention in trade union circles, the fact that 
workers! savings found their way into the hands of open shop 
employers in the usual course of commercial and savings bank | 
operation was a more lasting cause of chacrin to labor en 
wh Cs The Purpose Of Advancing The Labor Movement 
f Stone, Brady, Manion and others in the movement claimed 
labor was neglecting its most powerful weapon if it did not con 
_centrote in the control of labor's investment power to lebarts 
advantage. The labor banc ond the investment company were com 
sidered the agency through waich control could be exereised. 
The increasing influence of “Wall Street" in the management of 
large corporations was feared not only by the more radical | 
group, wut by the more conservative craft union group who faced 
company union qepetetiens: 
D. The Purposa Of Cooperative Service To Workers 
The early provonents of labor baniin: wore interested in 


‘the extension of cooperation as an instrument whorely 
nr ne en a RR RA A A A A AE IE A, aN 
1. Labor And Its Money, The Nation, November 14, 1927, v. 110p82. 


2. Brown, Douglas, Seven Years Of Labor Bankins, American 
Voderationist, October, 1927, v. 34, ppell7S1181. 
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labor could improve its position. Stone was keenly interested 
in the development of cooperative retail stores as a means of 
combating the high cost of living. The proponents of coopera= 
tion saw in the labor bank a possible auxiliary. Past failures 
and the unsympathetic attitude of many bankers had increased 
the difficulties in securing banic credits for cooperative stores. 
The effiliation would be mutually adventugecus and would make 
both more independent of capitalistic interference. Union offi- 
cials saw the opportunity in labor banicing in giving the union 
@ more important place in the worker's life. 11 loans would 
aid the worker and keep the bani before the worker as an agency 
of the labor avitins” 
E. Psychological Factors In Lebor Bank Promotion 

Emulation, ambition, and pride in ersft and organization 
appear to be stimuli in some cases second to none of the other 
motives already discussed. In the other instances, business, 
protective, or cooperative motives were fundamental, but union 
loyalty on the part of the rant: and filo and the personal, an 
bition of the officers caused conviction to become action, 

The sbyle in trade union activity became the initiation of 
@ labor bank or investment company ond in some instances where 
leadership was not of the hichest order, style rether than 
careful consideration of needs end purposes led to futile attempts 


2 
to promote a labor bank. 


1. International Ladies Garment Workers! Union, Files of Justice 
1928, pre 78Si-87. : 6 

2. Beneficial Activities Of American Trade-Unions, U. 5. Depart~ 
ment of Lebor Statistics, Bulletin, 465, Sept. 1928, p. 187 


CHAPTER FOUR 
CIRCUMSTANCES AN) NMBTHODS OF ORGANIZATION 


National end Local Unions, State Federations, City Centrals, 
and groups of trade union members acting as individuals, some- 
times without outside assistance, and sometimes dominated by pro- 
moters, were responsible in ever changing combination for the 
organization of labor bans, In slichtly more than half of the 
lebor banks organized from 1920 to 1926, a Nation Union was the 
chied supporter if not the sole sponsor for the banl=. Then there 
wes the type of initiation in which promoters acting in their 
own interest started the cinta’ 

The methods followed in orgenizing lebor beanics varied wide= 
ly. In the simplest type of promtion, that by - nation union, 
the task fell umon the officers of the union. Some unions had on 
its staff an economist who would investicate inte the business 
of banking. The Encineers not only sent a committee to New York 
to investigate, but obtained the services of MeCalob and Hove 
to aid them in orsanizing. Publicity was easily obtained thronch 
the union journals of circulation of its monibers. 

Many times existing banks were purchased which were not 
in the best of financial condition. This simplified matters in, 
many instances and the banks were talcen over at creat bareains. 
Twenty-one lsbor banks were incorporated under state lews and 
sixteen under national laws at the time of their organization 
or transfer to labor control. The minim: capital required for 


1. Hillman, Sidney. The Lebvor Banicing Movement in the U. 5. 
(Academy of Political Selence. Proceedings, April, 1926, 
ve. 11, pp. 462-472, 
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netional banks according to the size of the city made seversi 
banks inelicible for national charter, Fxpectation as to the 
rigidity of examination and regulation infiuenced thea as to 
method of incorporation. One banc chanced to 2 national charter 
after a year of operation in oxier to eliminste interference 
on the part of the state suthovities. ‘ 
Tas methods employed for the sale of stock wore many. 
Committees or individuals attended union mestings, buttonholed 
mon at work, canvassed homos, or developed local interest 
through the labor prose, Business agents or system chairmen 
with wore free time ant wider contacts, aided them in many cases. 
Success variod with the enthusiasm of the leaders and the group con 
sciousness of the rank and file. 
In et least five cities, labor bank stock was sold by 
salesmen on commission basis. This was mre often done where gut- 
side promoters were responsible for the initiation of the bank. 
Then there was the liberal commission plan of getting rid of stock, 
exceeding in some cases eM POOR, 


8 , The Tabor Benicing Movement in the U. S. 
ef Political Science. April, 1926, pp. 47?i=7.) 
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CHAPTER FIVE 
UNIQUE FLATURZS CY LABOR BANKS 
Ae Trade Union Control 

Chere are certain uniques fentures which differentiate 
labor banks from other banks and sive them soeicsl significance, 
They represent 4n part et lesst, an attemt to reucdel the sre 
gent finencial system ond as such indiente the direction in 
which labor or those sections of Jebor which ore interested 
in venks, feol thet improvement should be mde. Mrst of all, 
labor barks are controlled by binde unions or thelz membars. 
There are variations in both the cirovmstances ond decrees of 
control, but « distinguishing feature is that such control 
exists. Both national and locel trade union organizations, alone 
or in a wide variety of combinations, in one or in many im 
dustries, have established labor banks,,. Twenty-two labor banks 
have been controlled by national unions. In some of the cases 
the contro} has been exclusive, since the union and its members 
have owned ali of the stock of the bank. The more usual situa 
tion, however, has been for the controlling union to sell the 
minority stock to the general public and to control the bank 
throuch ownership of a mjority of the WER EL, 

About one-third of the total number of labor banks have 
been controlled by trade union groups, including state, county, 
city, or local organizations and their members, rather than by 


1. Inéustrial Relations Department, University of Princeton, 
The Labor Banking Movement In The United States, pp. 82-86. 
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@ single nationel vnion. The outstandin, banc of this type is the 
Federation Bank and Trust Company in New Yoxwlc:, the stock of which 
is owned by stout forty-two national unions; 112 state organizations, 
central bodies and local unions; and about 1,100 individusis of whom 
800 are trade union MOB 

Trade union groups hsve guarded the sale of their stock, too, 
in order to maintain control of their banks, They have limited 
ownership of the stock to union members, 

B. Sooperctive Features 

The cooperative features have attracted wide attention, so 
mach so that it is sometimes assumed that labor banks are olways 
cooperative banks, Limitation on the size of individual holdings 
approachss somewhat the cooperative ideal of an even distrilution 
of voting power. Many banks have Limited the mmbor of shares to be 
owned by any one person or oveusivadind, 

C. Limitation of Stockholders' Dividends 

More important than the limitation of the wmber of shares 
one may hold, is the limitation of dividends, This policy and the 
closely allied policies of restricting the market and price for 
stock and paying dividends to depositors are the features of labor 
banking which most nearly approuch cooperative tenting. Sach limi-~ 
tation on dividends is usually contained in the Welaws. The 
imum ig ten per cont. It is based on the par value of tho stock, 
WMve banks heve padd dividends of citht rer cent or mro fora 
long periecd of time up to the year 1. 


1. One of Labor's Greatest Hopes, Labor Age, May, 1926, v.15, pe 76-79 
2. Charmcteristies OF Tha Tebor Park. Tebor Banter, July 22, '24, de 2 
3. Wolman, L. Labor Banicing After Ton Years, Rupublic, August '29, p. 10. 
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D. Payment Of Dividends To Savings Depositors 

The policy of paying dividends to devositers in the sovines 
bank in addition to their resular interest is in sccordance with 
the cooperative doctrine that the customers of any business should 
share in its allthis, . 

Sime 1925 and 1926, the trend in labor banc opinion and 
practice has been away from cooperative principles. This is evident 
from the mmber of banks which since that time hove revised their 
policies in this respect. <A few have. definitely eliminated prefit 
sharing provisions from their ty-laws, 

W. Methods Of Securing Deposits. 

Deposits are drawn from the union members and the rublic, 
giving the banks two fields from which to draw. Isbor banke 
frequently offer hicher rates of interest than usual. Others while 
keeping to the usual rete, have commuted savings interest on o 
basis unmususlly favorable to depositors. Tor exemple, some vay 
interest from the date of devosit to that of withdrawal, whereas 
generally deposits after the first of the month do not draw in- 
terest until the first of the next month, Some commound interest 
quarterly instead of semianmally. Most of the inbor banks remain 
oven loncer hours than other barks. The most extreme case was that 
of the Conswrers Bank of Philadelphia which was open from 9 a.m. 
to 10 ». m daily. Then there ms the arrangements for collecting 
deposits at the various shops ani the depositins by msil too. ‘The 


1. Bloomfield%s Labor Digest, Tebruary 27, 1925, p. 3396. 
2. Industrial Relations Department, Princeton, N. J. Labor Raney 
ing Movement In The U. S. 1929, pp. 115-115, 


Engineers’ National Bank of Cleveland has approximately $3,000,000 
in mail deposits mostly from railroad men. About thirty-three per 
cent of the deposits of the Telegraphers National Bank of Ste 
Louis were by mail in 1927, The labor banks also had an insurance 
plan in connection with the sevings deposits which encourssed 
deposits, Ths usual arrangement was for the depositors to mails 
regular payments toward the accumiction of a given sum, the pay~ 
ments varying accordin; to the sum chosen, The bani meanwhile 
places insurance on the life of the depositor so that if he should 
die, hig heirs would receive the full sanount of ais proposed 
savings, Tho Chicago Amilgaaated Trust and Savings Bank used a 
$5,000 hoalth and accident policy, instead of 1igs Rtn, 
Other features of the labor bank included maall loans for 
emergency to working men having neither real estate nor securities 
to offer for collateral. The foreign remittance service was cnother 
feature. Perhaps this was the mst outstanding of the unusual 
service provided ty the lsbor banks. It was develoved by the 
Amalgamated barks, and, to a lesser extent, by the Intermational 
Union Bark of New Yoric. At the time these banics were established 
there was no way in which monay could be sent to Russia, dve to 
the unsettled conditions of the country and its rapidly deprecla- 
ting currency. There was no certainty that remittances would ever 
be delivered and, since payments wore mide in subles, thers was, 
no assurance that any value would remain if they were delivered, 


1, Offenbacher, H. B. Banking By Mail, Railroad Telegraphor, April, 
1926, Ve 43, PPe 359=362. Also, Telesrapher, Jund, 1927, De 498. 
2. Swift, Duane. Progress of A Labor Bank, Adnace, v.9,July, '26, p.10. 
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This was distressful to the workers in New Yor’: and Chienzo who 
had relatives in Russia suffering and to whom they wore unable 


to send relief, The Amaicamted banks in Ghicaso and New Yoxk 
were the first in this country to develop facilities for Russian 
remittances. The union, some time previously, had established 
the Russien American Industrial Corpomtion te enecourmce the in 
vestnent of American capétaliin Russia. Throuch this corporation, 
arrangements were mafie with the Aussie: Commercial and Industrial 
Bank of Moscow, known 2s the Prombank, by which the An igameted 
banks sould guarantee the payment in dollars of money omiers 

cont to INE, The Voreigm Exchange Department of the bank scon 
developed similar service to other foreicn countries, The need for 
this wes evident in the immediate use to which it was put. From 
April 14, 1923, to December 31, 1925, the Amalgameted Danlk of 
New York alone sent 338,300 orders to foreign countries amounting 
to $12,176,393. By 1929, the totel amount remitted by the tw 

a banks since the beginning of the service was $23,765,094 and the 
t h | mumber of sedarate remittances durins the period was $661 sais 


. Orchard, Dorothy J. "The olution of Bankine”, 1926; aa 
Clothing Workers, Report of the General Executive Board, 1 
26,9. 147-148; dnalgumates Bank of lew York Reports - eal 
oo at Amma Meeting," The Advance, Jamary 18, 1929,p.3. 
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CHAPTER SIX 
POLICIZS AND PROBLEMS 

The problem and personne) is peculiarly important in alk 
banks, tut in labor banks 4% has proven to be most serious and 
sicnificant. Labor banks have lacked experience in dancing prac» 
tice 28 well as concernin: bankers. The selection of officers 
hes been made under « hanficap which has been of more consequencte 
because of the dependence cf labor bank directors unon the one 
or tro exnerionced bantors they have emmloyed., In fect the selece 
tion of the whole versomel of labor banks from president to 
floor man involve policies ond problems not usual in the administra 
tion of old-Line. bantcs, 

In most lsbor banics the exceutive officer in chareze of the 
day to day operstion has been the cashier. He hes had the joint 
title of vice~president and cashier. In less then a third of the 
banks has the president been in direct and constant charge of the 
bank's Imsiness. In some instances a president with Little or no 
banicing experience has attemmted to force his policies won the 
experienced vice-president or cashier selected to take care of | 
the business of the bank. In about ons half of the banks faulty 
selections of personnel has caused much inefficiency and dis- 
courscement throughout the system. There hava beon many anvoint- 
ments and selections based upon politics within the unions and 
their orgenization, labor officials instead of trained bonkers 


he meitons of Experience, Saturday Evening Post, April 26, 1920, 
De 
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have received many positions meh to the disgust of depositors 
and others with the labor mart, 

Commercial deposits have been less « feature of the labor 
bank for several reasons. Larcer and older enterprises, expecially 
those not dealing with organized labor, have not been prone to do 
business with a new class benk. The loan limits are not suffi- 
cient to satisfy the necds of larger concerns. Many labor banks 
have developed a soung and profitable commercial business of some 
proportions. Where experienced banisers have been employed through- 
out the bank's existence, this type of business has approached 
in character that of other panies. 

B. Investments 

In the early deys of labor banks, the opinion was repeated+ 
ly expressed that labor banks should and would place their funds 
predominantly in securities rather than in cormercial or indi- 
vidual loans. Writers who have looked to the Engineers’ banks 
for experience have found what seemed to be proof that this pole 
icy has been followed. ‘Talcing the labor bank croup as a whole, 
however, the supposition is becoming less true as time oes on 
At the end of 1926 the total loans for all labor banks constituted 
fifty-five percent of that for loans and investments. By the end 
of 1928, the amount of loans had risen slightly to approximately 
fifty-seven percent of the total, and with the discontirmmance of 
several Paci¢ie Coast banks since thet time the proportion of _ 


1. Wolmen, Leo. Labor Banks, Quarter Journal of Economics, May, 1930, 
DY. 545549, 
2. Ibid. 
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loans to investments in contiming banks has been considerably 
sibs 
Ce Capitalization 

The authorized capitalization of the labor banks has varied 
from $30,000 to $1,100,000. There has been a shifting upward in 
the capital and surplus of conbimiing banics as a group. Hleven 
banks have increased their suthorized capital while one has shown 
a decrease. Change in suvscvibved surplus have varied widely from 
an increase of Live immdred thousand in the case of the New York 
Federation Bank to an entire elimination of the surplus of certain 
discontimed idles 

The turnover vate of labor banks according " capitalization 
shows a marked survival of banks of medium shakes 


Capital and surplus liuniber  itumber Per Cent 
at initiation initiated contiming contiming 
Under $20 ,000. 14 6 Az 
320 .000=$499 ,000 15 12 8 
50,000 and over 2, 4 ah 
38 22 


The upward shift in capital and surplus of contiming barks 
hes offset the higher rate of, termination of banks originally 
capitelized at larger amounts. ‘three of the five larger banks 
which have ceased to labor banks were Engineers’ banks established 
in larger cities at a time when the Brotherhood system was boom 
ing. Auoag the smiller banks discontimed were several whose 
limited capital proved an additional handicap in survivel., ‘Tims 


1, Leidler, Harry ¥. The Yorward March of Labor Banking. Inter- 
national Trade Union Review, April-June and July-September, 
1925, ve 5, pp. Ba9100, 220-226. 
2e Toid, 
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it has been shown that the labor bani of medium capitalization, 
usually from two hundred to three Imndred and fifty thousand at 
initiation, in cities of fifty thousand pormulation end over, has 
generally been well adapted to mike a permanent pleco for itself 
as a labor institution. With success, capitalization has been 
easily increased. 

De Dividends 

2 Moat labor banks have suffered the temptation to pay divie 

| dends befors surplus, undivided profits, and reserves for com 
tingent losses warranted, Goth the demand of labor stockholders 
for returns on their investment and the desiye of the bank's 
directors or management to make a good showing have encoursged 
such a policy. ‘Three of the first labor banks paid dividends with 
in the first two years. The Brotherhood bans in Cleveland said 

& six percent divident at the close of the first year and a year 
later went on a ten percent basis. This example. augmented the pres 
a sure on other labor banks to pay early chia” 

oy The ignorance of uaxy labor directors and stockholders of 

fi their responsibilities and expectancies underlies much of the 


pressure for dividends, In order to sell stock many sponsore and 
promoters even encouraged the belief that early dividends would 


Scare be naid. The result was that labor directors urged the paynent of 
. dividends upon the active bank managerse The latter were unsble to 
resist the pressure. Strong directors could have resisted the demand, 


tut the position of the executive officers was not always secure 


1. Locomotive Engineers Sell Cleveland Bark, Business Weelly, 
Vebruary 5S, 1930, pe 10. 
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enough to 80 20s The desire of entiusiastic promoters to show eaxiy 

‘es promerity needs little oxrlanation, But thore remained thirteen labor 
banks at one time in existence which never paid dividends. Some had eompell- 

thy. reasons for not doing so, am which led to their termination as labor 
benks, About a quarter of the labor benks have shown an entirely satis- 

factory dividend record throughout their existence. 
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CHAPTER SUVEN 
THE SUCCRSS OF THe MOV? 
(BANKING STANDPOINT) 

In a movement consisting of two score or more enterprises and 
carried on by far larger mombers of men and organizations, the 
degree of success attained by the movenent is difficult to detex 
mine from the blurred lines of the composite picture, But in 2 ea- 
timation of its success from the banking standpoint, especially, 
statistics are of value. The crowth and decline of the more sige 
nificant items appearing on bank statements of condition and the 
records of dividends paid relative to investment are fair indices 
of the success of the movement in menetary tezms. 

The muniber of the Labor banks crew slowly during the business 
depression of 1921. From 1922 on, however, momentum was gained 
which was retained in the main until a maximum of thirty-six lebor 
banizts was reached at the end of 1925. Althouch it was December, 1926, 
before the last labor bank was added, termination took place in 
1925 and 1926. Terminations began to exceed initiations in the latter 
part of 1926, and » downward trend less sharp than the preceding 
rise became evident. In 1929 the mumber of banks was again they 
existing in early 1924, twenty-five. By June, 1950 there were but, 
fourteen and by the next year, 1931, only eleven were in existence. 
The decline contimed, and alone with the creat depression we are 
going through, tho mumber of bauke still under labor control was 
reduced to seven as of December 31, 1981. 


1. Condition of Labor Banks, Ileabor Neview, 1921, pp. 115960. 
Also, Statistics from Industrial Relations Department, 
University of Princeton, Princeton, We de ley 22 1932, 


While the rise end fall in the mmber of labor banks is cow 
related to that in the extent of the Incineers? participation in 
the movement, the chance in trenl can be explained wt partially 
by thet fact. leven out of those terminating were due to causes 
not related, immediately at least, to the situation existing in the 
Engineers’ system, 

Turning to tho dividends records of labor banks, the percentage 
returns were high in the early years on account of the quidk returas 
made by the Engineers® Cleveland bank, By 1924, however, many 
new notepaying banks brought down the rete. Only in 1928, after 
every bank hed been in existence at least two yenrs, and one half 
the banks were on a dividend paying besis, did the return again 
exceed three percent. The losses and the Increments, however, cane 
not be definitely measured, go that all that can be said is that 
a colsolidated profit and loss account for all labor banks would 
show but a meager return on investment. A somesthat batter roturn 
would be shown if only those bauks which have continued are in 
cluded in the commutation of returns on ea, 
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in existence" for any year ineludes those in 
iibtense on Funes 30 of thet year, Dividends paid on Jarmary of 
ary year ineluded with those of the year previous. Stock dividends 
not included. (Unable to secure ficwres to date since #28.) 


Be Barks Contimuing tnder Tabor Control 
Tho mmber of bans now under labor control equal the sene 
maniber which existed in 1924, seven. ‘The imeincers! ban: which 
Opensd in 1920, in Clovoland, merced, so fell out of the labor 
class. All of the so-called big labor banks which had Imge re 
sources or deposits in 1926-1927 have frllen by the way-side with 
the. exception of the New Youxk clit ies bank which is still 
going strong with zosqurces of $7,092,454, therelyy loading the 
remaining lsbor banks, ‘The clements of class cooperation and elass 
consciousness which made labor benttinc « wnique movement in its 
early days hove largely disappeared, ‘Tho New York Amileomsted bank 
has dex: ted to b@. unit in the program of a labor union acting 
in ite own capacity. Senlcing policies, while influenced by the 
berks subordination to the union, have been emmtious and yst pro- 
sueittes 
Among the other leaders in the smill list of Inbor banks has 
been the Telegraphers’? bank in St. Louis, ‘This banc crew steadily 
from 1922 to 1927, tut from then on its resources eve remained 
at about the present ficure, $6,000,000. It has plodded « straight 
course n6 o successful ond conservative sayings be’: with policies 
little influenced by its Isbor wematinie, ; 
fn ides of the conéition of the remaining seven labor banks “4 
nie Nha iting: te Yen eneey 10. 00 sek peae, ee, 
v 
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1. Indugtrial Relations Department, Princeton University, 
_ December 31, 1931, and March 22, 1932. 
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Berks Contimine Under lebor Control 
Summary of Steterents of Condition of Labor Barks 
As of Dec. Sle 19Sle 


Surplus & 


Tatlivided Resources 


ol 


Amoelgnmmated Twist & Bearings 


= p08, && 
Dor Bu. vG 


Banik $200,000 $151,277 $2,299,503 $2,731,244 

United Labor Bark & Trust fo, 112,5 22,500 332,85 467 ,850 
Powovis. Te J» 

Union National Banc 375,000 219,433 2,953,106 3,877 ,802 

fmeigemated Sank of T Y. 650,000 224517 64235 ,981 7,092,854 
Pat a. Vy 

Labor National Bank 300,000 154,513 4.4838,533 5,892,350 
$ i 

= elegr-phers® fational Banc 500,000 207,249 5,152,212 6,109 ,461 

incton, D. ¢ 
lite Vernon Sevines Bank 490,900 150,000 3,732,794 4,513 ,032 


TOTALS 


245375500 927,489  25,592970 BO ,684 ,593 


Ce Banks Discontimed On Account Of Failure. 

The Producers and Consumers Bank in Philadelphia is the most 
serious instance cof such termination, It lone outlived its usefulness, 
even as an exporinent, because of the clever but dangerous device of 
exemption from state examination, On May 2, 1925, the day on which 
ae bill revoking its sxemotion from exemination was esismed by the state 
govermr, its officers asiced for a receivership, There sre few phases 
of unsound baniins which were not emamplified in this ill-fated bank. 
Ignorance, inefficiency, dishonesty, poor Judement, and fovoritism are 
among the foctors reported as ceuses for its nati,” The failgre of 
the Pittsburgh bani in 1926, was Guo to equally complex reasons, Self 
interest, trade union politics and jeslousies prevented wide labor 
an In 1923 the Tucson United Bank and Trust Company temil- | 
nated. It was handicapped from the starh by incormetent management. 
It won difficult to obtain experienced officers becuse of the fect 
the bank was looked on locelly as an experiment only. 

Failure to register mortgozes, loans to questionable people on 
jewelry, watches end real estate indicate the loose standards of 
banking which licinn,” 

The fourth baric which fells into the sroup of those terminating 
their carreers as labor institutions is the Los Angeles Peoples National 
Bank, This bank was promoted by = small group among whom excessive 
entimsiasm for labor banicing combined with « speculative fever for 
profits and influence, In 1928 an assessment of $23.54 a share was 
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1. The Co-operative League of America, May 12, 1925; also 
Survive Talks (published by the Philadelphia Rapid Transit Company) 
Jamary 21, Fobrusry 4, November 25, 1926. 4 
2. lew York Times, October 17, 18, 26, and 27, 1926, July 6, 1927. 
Se Pittsburg Post-Gazette, Octobor 9, 1923, 
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levied on its stock and Inter in that ye=r the capital of the bank 

was reduced from $500,000 to $250,000 withont reimbursoment. The labor 
group failed to pay the assessment and - syndicate of non-labor in 
terests took over the stock end resre:nized the bank, Just as in the 
cease of other banks discussed, the seeds of disaster were com early 

in this banir's existence. Losses on loans, small snd large, excessive 
Salary expense, inefficiency, igmorance, self-interest of some and 
indifference of cthers, combined to bring about a condition which 
necessitated radical reorganization and refinencing and the tem 
mination of seventeen labor banks by 1929, Ton labor banks were sold 

to cutside interests, Tho conclusions to be drawn concerning the faile 
ures of banking policy which brought about tho sele of the ten banks 
prospered under labor control, There is mech reason to believe that 

the degree of success attained varled inversely to the extent labor 
directors and officers filled positions which should have been occupied 
ty business men and trained bankers. Inability to secure business, 
frozen loans to friendly interests, and seneral instability, in dif. 
ferent conbination, were the most apparent handicaps which these banks 
acquired through the influence of labor groups or organizations upon 
thelr financial dali ial The disastrous circumstances which surrgumied 
the promotions of two labor banks which never opened could be added. In 
Harrisburg, Pem., ond Atlantic City, 1. Je, mny trade unionists lost 
heavily through the mismenacoment or untrstworthiness of men active in 
establishing labor banits. In Atlante, Georgia, another institution on the 
frin=es of the lebor benicing movement, ended in receivership, These and other 


lL. Brown, Douglas, U. 5. Labor Banking, 1929, pp. 251262. 
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CHAPTER BIGHT 


‘He sucerss oF Tim Mov 
(LABOR STAWPOINT) 


Ae The Attainuent OF Purvoses 

i. Susiness returns 

tf all the financial profits and losses accruing to labor 
oxganizations and their members could be computed and a net figure 
stated, probably Little, if any, nes refurn could be shown, The losses 
of the Imsinecors! banks and holding companies alone would go far to 
offset the profits of the dozen or more banke which Lave earned soma 
 @ividends. ven disreganiing the losses cue to failures, imainmuents, 
and assessments in various banks, the many years during which some 
barka heave paid no dividends bring dow the averaye yield from all 
to s rate much less than could heave besn secured on a savings account, 

In the enss of banks which heve pald-dividends with any 
degree of regularity, stockholders’ returns on pald-in investment, 


averaged with the increaso in book value of stock, have in four or five 
institutions excesded that easily obtaimbdle on high-urade bonds, real 


estate mortzaces, or similar safe investments, While 1% may be ongned 
that motives other than financial return justify trede union investment’ 
in bank stock, there have been less than a dozen banks which have been 
sufficiently successful to warnat any such areument. The risks and ob 
ligations involved in investing in banks, and the nonliquid character of 
bank stock in many instances, offset any in direct advantazes secured to 
the trade union from 2 mediocre institution, 

Some adventace hee accrued to certeia notional uniom through 


the financial natvice abtelned from the officers of the headquarters 
bank. Only where hichly cavable ban’: officers hevo been secured 
however, has this advice been any better than that cvallable at any 
high grade institution which the unton might use. 

2. The protection of Laborts interests 

The extent to which lebor has norotected the trade union mvee- 
ment from the assaults of open shop benkers is not eagr to deteriine 
on account of the threat involved in the mere existence of » lebor 
bank in a commmity. But the relative size of rost Ishbor barks som 
pared to the othor banking institutions in the same cormunity limits 
greatly the effectivoness of this threst. Tha decrensins immber of 
labor banics and the few cities in which they havs existed mekes their 
influence all the more restricted. ‘the wide publicity given the move~ 
ment in early yoars, however, afforded it power far in excess of its 
size in sucpesting to old-line bankers the possibilities of counter 
ettech should open tectics be used against orsanized lnbor, ‘The oven 
shop movement of the post-War years will probably not be repeated 
goon. More subtle methods of oppesing trede union organization have been 
onnit,” 

Altesether the Labor baniclng movement has done ag mach to expose 
"Lobor" to the asseulis of "Gapital" as to protect 16. Rather than 
protecting the laber wovemenat against anti-union ageressions, the 
enterprises in the various cities have exposed 1% to the charge 
of mismanagement and irresponsibility. ‘hts without doubt, has reacted 
on both growth in membership end euployer recomnition, It hos furnished 


l. Paper Makers" Journal, March, 1928, pp. &9, 160 
2. International Association of theet Metal Workers Convention 
Proceedings, 1924, pe 7 
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ammunition for the attacks, not only to the opponents of lebor organize~ 
tion but to the radical eroune of this and other comtries, The Ameri 
can labor movement has probebly been injured far more through the varie 
ous feiluyes iu labor banking than throuch all the machinations of 
anti-union banks7Ts. 

Se The advancement of labor’s interests 

Labor banking was aimed to advance the cause of labor as well as 
to protect it. Ty means of loans to fair employers or investments in 
their securities, union recognition and collective barerining were to 
be promoted, ‘The occasions upon which this has taken place in 
the many years of labor banicing heave been slmost neclicibvle, The New 
York Amalgamated bank alone has more than an instance or two to 
vecord, ven in the latter institution opportunities have been very 
fow. If the suecess of labor banking is to be judged by its accomplish 
ments in this respect, there mist be serious doubt ss to whether it 
has not been a flash in the pam. The bad loans made by one large une 
successful baticy, 1f saved to labor, would havo done far wore to ade 
vence the movenent. 
J The ursent neod for safe and profitcble investment of funds 
aoon climinated the hope that labor banca could loan their funds in a 
way to o@vence union recognition. No matter how uuch labor officials 
have tried to couvines themselves and their constitutents thet this is 
possible, the experienced bankers thoy havs employed realize the impos 
sibility of more than a reve instence of such strabteric lending. Ia 
general, tho records of such loons, where ectunlly made, have little 
to commend then to the responsible banier, Tperienced end camdid labor 


officials have cecepted the fact that this purpose of laber balling 
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was 00d publicity rather than wise sia hese 

4, The promotion of coonerstion 

It ig in advancing the cooperstive movamont thet more can be said 
for Labor banicing os an adjunct of the labor uovement., Sven here 
few banka ave made any contrition, The Amalgamated banks, ospeciaily 
have sided that classeconscious, mitucl helpfulness which micht 


serve more then any other influence to make the American lebor movement 
comparable to that in Great Britain, Over against the efforts of a few 
banks mst be set the distrust and discourngement brought cbout by 

the failures of some trade union ventures. ‘Those baniss which have fore- 
sworn direct interest in class cooperation haye done so wisely in most 
instances, Where the initiative in balcing was confined to « suwll 
muibor of individuals, the promtion of the dank as an adjunct cf the 
labor movanent could well hove boon avyeided. Omes the enterprise was 
started, however, coonormtive methods, if dangercus, were well dige | 
contimed, Such discontinuance, although simed to safeguard the bani, 
largely clininsted any contrimtion,teo tho labor movement throuch the 
*, develonmont of cooparmtive endeavor, 


5. To secuwprestize 
' Prestice for the Lebor movement has been sidvenced br some pam 
ticipants as a contrition of lsbor betting, There banks have been 


entirely successfnl, thia may be tree. But in those successful banks 
which have @ivoraed themselves from the luhor mvement es 2 combative 
or class-sonscious force, the prestice which has scervod has been 

largely confined to that accorded to the lsbor representatives who as 


1. Browa, J. De 7 Yoars of Labor Banlcing, American Federntionist 
Ontobor 1977, ve 1V7G-81. 
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individusls have successfully turned their hands to banicing, On the 
other hand, the publicity given the mried success of a few banics can 
not offset the disclosures of inefficiency and failure which have taken 
place, Taking thes movement as a whole, the best that can bo said is that 
Chose fow successful banca have sexved yalinntly to prevent too sweep 
tug statouents as to the abilities shown by Amorican Iebor leaders in 
financial matters. Two organizations oubside the American Tederation 
of Labor have provided extremes of success and failure in the movoe 
ment, Within the Foderation rani, thave las been a wide range, from the 
New Yoris banc to that in Pittshbumg.e Tub taken as a whole there is lite 
tle reason to than: labor banking for advancing the prestige of the 
Federation or its constituent wnions,. 
B. Lebor Bantcine Ant Union Polities 

Within any popular movemont volitias save present, Within the 
trada union movement, politics are not only necessarity present but 
is one of the mat ective forces, The tactics of the ombitious leader 
need no explamition, The fundemental. premise of conflict whieh has existed 
in the labor movement has sharmoned the technique of »olitical strategy 
and has developed master in its use. Unfortumtely, instead of becoming 
@ neutral cround, in many instances the ben became the Wwilwazic or the 
weapon of those union leaders who were in power. To Stone and his 
colleagues, the Incineers’? financial] system afforded many pawns in the 
geme of Brotherhood politics. Offices, leans, end commissions vere 
arranged with an eye to advancing the party in power, ‘werrels and 
Dickerines avoge and veace offerings hecane nocossaxy. The les Angeles 
bani was riddled with political bickerings, the Pittsburg bank was 
44 from the first, and there Mave been few instences where the 
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seme did not have effect, 

Two groups of banits have been able to withstand, at least in 
large part, the disrupting influence of politics, ‘The first includes 
those banks scpengored by strong national unions whose officers were 
highly respected or fimily entrenched because of their ability, that 
political strategy has been less active in the union and mre quilese 
cent in the bank. ‘The gecond group includes those sponsored by many 
local wnions or lsbor crouns where either the larse muber of unions 
intorested or the relative wrimportance of the bank has kept it on the 
sidelines in any union ficht. Even in these cases however, the banc 
has been peculiarly susceptible to the slander of the “outs and the 
successiul lebor bani officer has been looked upon with jealous eyes 
by the minority croups in union or city federstion politics. 

Union politics have been instrumental in introducing in some 
banks the seme efficiency which it hay drought about in the sponsoz 
ing unions. ‘limhasis on personslities rmther than results, unthinking 
' leyalty to domineering leaders, time and energies wasted in useless 
talk, and wirillingnsss to take responsibility for thorough performance 
of hard work frequently coler the picture of the mediocre or wsuccese- a 
ful labor baxk, If labor banks could be entirely divorced from unions 
in which such inefficiency exists, oxperionced benkers could establish — 
their own standards of worlamanship. As long os trade union control 
contimes, however, unless the wions concerned improve their om 
methods of operation, the political interests of union officials will 
allow the deadeninz effect of inefficiency te be evident in the 
affiliated vari, 


1. Wolman, Leo. "Ten Years of Labor Benking." ‘The Now Republic, August 21, : 
1929, PPe 1012, 
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©. The Diversion Of Interest And Funds 

Little need be said concerming the oxtend to which the Brother - 
hood of Tocomotive Incinoers has suffered as 2 trmde unicn throuch the 
diversion of funds and the efforts of Srotherhood officers into banking 
ventures. Ingrence and pension reserves have been dmined into loging 
ventures or fronon securitios., The 1927 convention slone, which was 
long protracted on accom’ of finencic! problems, cost the Brothem 
hood Imndreds of thousands of dollars. 

The divorsion of time and eonersies of officers into labor 
Ddankin= has talen place to some desree whorever a union, na*ional 
OF local, has become Interested in a Inbor bank. ‘There banks have deen 
successful this divorsion proved worth while to the extent their suce 
" \ ees has afvanced the causs of Inbor. Only = few of the mst successful 
banies havo ontizrely avoided the aancer of omefitless sneroachment upon 
the tims and onerey of the officers of sponsorine orcemications. 

The diversion of labor's Amas into wneuccosetyl Lsbor bentss 
while serious, will soon be ronsired, except whore pension ant insu- 
Tance departments have suffered. The relative prosperity of American | 
Labor has civen 1% far %66 mich reserves for these losses to affect cd 
the movement more than slichtly. The losses of individual menbers and | 
of outside investors sre more serious, imt these seem quickly forgotten 
except by the losers, thensolves. 


CONCLUSION 

Organized labor in the United States has rarely been mecess- 
ful with its couperative and business undertokings. Bxcept for 
the traditions! insuronca and benefit funds which are esteblished 
features of many labor unions, here and ebroad, the labor move 
ment before the War ventured only occasionally and on a small 
gcale into the fields of finance and business, The operations set 
loose the world over ty the War tool: the form in the countzy of 
@laborate progrems of industriel demonstrations; such as the Plumb 
Plan, and of wainess enterprises owned and managed by various 
organizations of Inhor, 

Of all the varied oroposals considered during the period, the 
labor bani: wes the only one aypsaring to have caught the imginae 
tion of the leaders of orcanized Inher, and by 1926, single unions 

and related sroves were opersting thirty-six institutions with 
resources of $125,000 ,000, end ty 1931,.the musber had been reduced 
to eleven with resources of $59,000,000. ‘This was not the lest of 
inflation for the reconis show thet on the begimming of the pre- 
gent year, 1932, there were but ceven remaining labor banks with 
resources of tmt $30,604,592. 

While there have been conspicuous successes among labor 
banking orcanizations gince 1920, the movement as « whole hag 
failed to realize the hopos of its founders. This failure accorie 
ing to various writers snd suthorities, on banlcing, has been dus 
too in the min, the role weich politics has ployed in the conduct 


iv, pam! tthe PHA both eh aa Ta rae 


ABS 4 


dy } 


iis 


of American labor banks. Since this latest experiment of orsanized 
labor in imsiness is not an isolated incident 4n the history of the 
activities of labor movements, oither in the United States or in 
Burope, but in many respects tho experience of the pest, ita probe 
able causes deserve some further analysis and comment. 

The facts of labor vanlcing, in thelr mst flagrant ond dre 
matic aspects, are beat ilivstrated in the story of the financial 
biiginess widlertekines organized by the Brotherhood of Locornotive 
Engineers. The banlrine episode in this umion besan with the open- 
ing of the Brotherhood of Locomotive Mngincerst Cooverstive Nation 
al Ban: of Cleveland in Wovember, 1920. Shortly thoreafter, and 
elmoest without interruption during the next six ysors, additional 
banks owned and contmolled by the Brotherhood, by its members or 
by subsidiary financial companies orzanizod for the wurpose were 
startod throughout the country. To simplify and expedite the sale 
of stocl:, the, Brotherhood crested 2 series of investment and held 
ing compsnies, Ita ectivities were meammhile not limited to bore 
ya and financial comonices. Thon the holding and investment companies 
through new corporstions desired to om end opemte specific ontem 
prises, the Brotherhood on@ its members and clients boudyt and 
Operated cozl mining propertics, luamdries, offices mildingg, tparte- 
ment houses, and amon¢ the rest, undertodi: to create and settle. 
| ment of the city of Yonice, Morids to the extent of $14,000,000. 
es . In 1927 Warren stone, head of the Brotherhood, end the moving 
spirit vehind these now policies of wis wiion, died. In June of 
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the same year a special convention of the Brotherhood was convened 
in Clevelend to consider the finanetal condition of its subsidiary 
institutions and indeed of the wiion itself. ‘The revorts submitied 
to this convention diselosed 211 of the usual consequences in- 
competent and inexperienced management and of unsound fineneial 
pyranidine. The portfolios of the barics contained excessive ancunts 
of froscn assets and of bad. commerciol peper; interloddin: ommem 
ship and management had led to the shifting of liabilities from 
one institution to another and had tims spread ruin among all; 
and such undertakings as depended for the ultimate soundness and 
recovery on completion, were simt down throuchithe lack of new 
funds. | 

It was such » condition that the Brotherhood Sonvention of 1927 
was invited to repair, It took the first and most essential step 
in a program of financial reconstruction by assessing each member 
$5.00 ench month during 2 period of twenty-four months, and by 
this means erected = fund from which the Brothevhood banks might 
meke wo their losses ovt of commercial loans gone sour, and other 
impeired assets. The convention ordered radical chances in the 
menacement; established a new financicl administration within the 
union; snd authorized the liquidation and sale of many of its 
properties. Since then both barlzs and other enterprises have been 
liouldsted and sold. ‘The disposition of ventures Like that of 
Venice, Florida, is still undecided, ‘The whole process of liqnie 
dation is not yet recorded. All that can be gnid now is that the 
experiment to date hag cost thousands of worldng people and others, 
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This in bare cutline is the account of what hes b-ppened to 
the moat abi tied vecent excursion of the labor movement into 

the field of Wusiness for profit. Some of the other financial in 
stitutions of labor which, in this poried wore organized ond then 
liquidated or sold, were noither so large nor so complicated as 

the enterprises of the Byo thexio0d; bat many of them were conceived 
ond managed in no diiverent manners. 

In & measure the excess of these onterprises of labor are 
to due to the accident of the period, Most of thom, particularly 
those of the Locomotive Umginesrs, were plamied during the boom 
years of the war, anc ister carriad on their sifairs in the poste | 
Was years of prosperity and speculative entlusinsa, Liles the 
average small investor, they caougit the fever of easy profita; 
misintexpreted the truc meaning of gigautic mergers end contri- 
vations; ond failed thoroughly to appreciate the necessity for | 
deliberate end sound growth. It tay for instance, commonly believed 4 
that the lege profits which the Angincers' Berk of Cleveland ‘ea 
early in its history made from its holdings of United States 
Goverment securities contributed to an exaggerated and fellacious 
notion of the normal sourves snd isvel of banking profits. 

More importent and more fundamental, however, are thoss 
factors thet inhere in the nature and traditional practices of 
trade unioniaine 

Tae procceupntion of labor organisations are largely lesis- 
lative and not administrative. ypical officers of wiions ave 
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more connerned with the milcine of new rules and procedure or 
@laborsting the old ones, then with crocting sicil2fnl and elas 
tic administrative practices, desiened to fit the veculiarities 
of each now situstion, Procress in union control 1s often measur 
ed by the ncewmlation of additionsl constitutional provisions 
and worlting roles. Wow conditions, therefore which do not fit 
known patterns, and are often powerful enough to undermine the 
foundations of a Inbor orennization, 2re forgotten, disrecarded, 
Or never seen. 
The omaeis'a exmerience, likewise, of the tulk of labor 

officials is narrow and monotonous, Oreanizers, who sre in mny 
tmions powerful inghrumentalities of the administration, spend 
their time permnding people to join the union or reonim 

ing political fences. She business agent, in the otinsry organ | 
ization, settles dow after 2 walle to a routine job of fixing 

plece rates or adjusting petty evievances, The ranze of his ob» 
_ servations and interests becomes more and more restricted with 

the passages of time. Only then 2 trode union has undertaken in \ 
4%s own interests to study the problem of its industry end to 2 
assume an increcsins share of the responsibility for its j 


own policies for those of the industry, dees the union begin to . 
produce officers who are slert, thouchtful, nf olive to problems. 
Dat such unions, as is well ‘mom, are moro here and elsewhere. 

" gth in state and mina tn experience, then, the lebor union 4 ‘: 
hes not bean equiped to manage uniertaldince which require in 


their exemtive personnel the qualitios of sill, oxperience, 
and elasticity of mind. ven remote oxperiments in labor manage- 
ment, like that of the British bilding cevild, failed in the 
game way as the banks of the Locommtive Ingineors, becouse its 
managers did not know precisely what they were about. 

Experience in the few cases of successful business enter 
prise by orgenizod labor already shows how progressive untonisn 
has created tho type of official which treditional unionism so sadly 
lacks; end how, again, exposure of such men to the fresh experience 
of banking and business has contributed to sharpen their wits and 
to enhance their usefulness to the labor movement. 

Like all movements which pioncer new fields of social en- 
deavor, labor bauicing has passed through e cyele of srowth and 
decline, After twelve years of experionce, the olements of sus- 
cess and failure can be sifted and weighed. Labor's entrance 
into finance eayly caught the imgination of many students of 
‘ social problems. ‘The accomplishments of the successful labor 
re banks, which have been few, havo. wrranted the keen interest 
and entlusiagm they have aroused, As a pexmanent residual, 
their contimed growth will pemmilt further contributions to 
democratic banicing. But 4t is the labor movement and its leade 
6rs who must consider crevely both the debits and credits of the 
experiment. Without the most painsteling examination of the 
experiences of the past, 2 revivel of the movement of the post- 
War years would be both dangerous cud inexcusable. 
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BIBLIOGRAPHY 


Note; While the preceding study is basod somewhat on corres- 
pondence, many articles on Labor banicine have been consulted 
in its preparation, Most of these articles ameared during the 
earlier years of the movement, however, and include meh fope 
tition of facts and opinions, They have been included in p=rt, 
A following, along with the smll mmber of books and pamp-h 
hlets in which labor danicing or related subjects are discussed, 


The reports of conventions and official journcls of nation 
a] trade unions or federations interested in labor banking have 
proved a fruitful source of infommtion and aro found in part 
De 


In part ¢ are listed the periodicals in which unsigned — 
articles on labor bailcing have appected at frequent intervols. 


4 GOupreheusive and accurate bibliography of published 
material on labor banking appeared in the Monthly Labor Review 
of Septeuter, 1926. It was prepared by Miss Leura Thompson, 
Librarien of the United States Department of Labor, This bibli- 
ography has been uged by the writer to supplement his own sources, 
and many of the items in the bibliography are included here, 


he Periodical Articles And Books 
Achievement Of Labor Banke, The. The Worlds Work, October, 1924. 


American Labor Yearbook, New Yoric, Rand School of Social Science, 
192S—264 3 ve 125, pre 221-2253 1926, wp. 320658327... ij. 


Anderson, J. Te A menace to tho movement, Ronlcing has Mmrt. 
Labor SEOs May's 1826, Ve 15, DP. Gui 


Announce Mew Lebor Banik Yor Chicago. ae Subenehin Some, 
(Chicago), December, 3, 1927, Ve 1S, pp. 3,11. 


Another Labor Bank, Outlook, May 30, 1925. Ve 1%, p. 71. 


Bening Activities Of The Brothertwod of Iecomotive Bngincorse 
Railway Review, September 1, 1923, ve 73 pre 298, 299%. 


Trims Zu By Seven Tens af iavex Dudeines merken Fohemidantst 
Oc tober, 1927 pm» 1176-61. 


Tonsil Be iipdts Money, lew 7K, Harcourt, Brome & Coe, 


Brody, Peter J, Labor In  Finenone American Labor World, 
October, 1928, Ve 
Producers: gh the cooperative movenent from the 
viewpoint of the labor banimr, Cooperation, February, 1947 
V. 12, pp» 27, 28 
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